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Montana's Log Home Industry
From rustic cabins in the w oods to $500,000 dream homes that
sell on international markets, Montana's industry has grown in the
last several years.
By Charles E. Keegan
Daniel P. W ichm an
Paul Larson
D w ane D. Van Hooser

M

ontana’
s log home industry grew
substantially in recent years and, while
it processes only about 1.5 percent of
the timber processed, it employs an
estimated 500 to 700 full- and part-time workers, ap
proximately 5 percent of the forest industry work force,
with an annual payroll o f $7 million.
O f course, shelters constructed o f logs have been used
in Montana since man arrived. With the arrival of
the first white settlers early in the
nineteenth century, the log home
became a common dwelling in the
state. During the late-nineteenth
and early-twentieth century, the
log home industry—if it could be
called an industry—was one serv
ing the housing needs o f the local
population and, in fact, the oc
cupants usually built their own
homes.
Today Montana’
s log home in
dustry ranks among the largest in
the United States, is substantially
larger than the log home industry
in any o f the other western states,
and produces homes not only to
serve local populations but for
sale in national and international
markets (Home Buyer Publica
tions, Inc., 1989). While the log
home industry remains a relatively
modest industry in the state, it
has grown tremendously in the
last two decades, offering a high
value market for the right kind of
timber, and generating high levels

7

o f employment per unit volume o f timber processed.

History

B

eginning in 1976, the Bureau of Business and
Economic Research, in cooperation with the forest
survey unit o f the U.S. Forest Service Intermountain
Research Station in Ogden, Utah, began a series of
periodic censuses o f timber processors in Montana and
the Rocky Mountain states. These
censuses provided considerable in
formation on the industry and for
the first time made available very
detailed information on some of
the “
smaller”components of the
forest products industry. These
censuses done in Montana for
1976, 1981, and 1988 provide
most of the information contained
in this article. Virtually no de
tailed information exists on Mon
tana’
s log home industry oper
ations before 1976. However, in
dustry directories published before
then indicate that there were
fewer than six log home or house
log manufacturers (Montana Ex
tension Service, 1960; Department
o f Natural Resources, 1969, 1973).
Discussions with representatives of
a number o f the plants listed in
directories from the early 1970s,
the largest o f which are still
operating, allowed us to develop a
general picture o f the log home
Alpine Log Homes
industry prior to 1976.
Prior to 1957, there was only
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Rocky Mountain
Log Homes

one plant o f any size operating in Montana. This was
believe the sales value figure from the census is the
the National Log Construction Company plant built
most accurate estimate.
in 1919 and still operating in Thom pson Falls. In
In the early 1970s there was a dramatic increase in
1957, Lumber Enterprises, also still operating,
the number o f plants, output, and sales. By 1976, the
established a log home plant in Gallatin Gateway, and
number of plants producing log homes had nearly
these two facilities accounted for the bulk o f M on
quadrupled to nineteen, production o f house logs was
tana’
s output until the 1970s.
at 3 million lineal feet, and industry sales were about
In the 1960s, there were three to five log home pro
$13.4 million (1988 dollars)(Bureau o f Business and
ducers in Montana, but the industry had little growth
Economic Research, 1989B).
during that period (table 1)
The industry increased further
(Montana Extension Service,
during the late 1970s, producing
1960; Department o f Natural
a larger volume o f house logs,
Resources, 1969, 1973).
and in 1981, there were twentyBased on discussions with peo
seven plants producing 4 million
ple in the industry and on forest
lineal feet o f house logs (Keegan
industry directories, the industry
et al., 1983). Although the
produced between 500,000 and 1
number o f plants and house logs
million lineal feet o f house logs
increased in 1981, sales remained
annually during the 1960s, com 
about the same as in 1976 in
pared to 5.5 million lineal feet
constant 1988 dollars—about
produced in 1988. The annual
$13.5 million. The reason sales
sales value was approximately $3
did not increase much is pro
million per year during the
bably due to the fact that 1981
1960s, compared with $30
had low construction activity na
million per year in 1988 (both
tionally and low wood product
figures are 1988 dollars). Most of
prices.
the house logs were sold in the
Since 1981, substantial growth
form of log home kits. The 1976,
has occurred in M ontana’
s log
1981, and 1988 sales value
home industry. By 1988, the
figures are from the census of
number of producers had in
the industry done by the Bureau
creased to thirty-five, sales were
of Business and Economic
$30 million and output was 5.5
Research. The 1988 figure differs
million lineal feet o f house logs,
somewhat from the estimate
most of which were sold as
made in the Home Buyer Inc.
predesigned home shells or com
Alpine Log Homes
publication, which indicated $37
plete homes (Bureau o f Business
million in 1988. The authors
and Economic Research, 1989B).
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Products

Table 1
Number of Log Home Manufacturers
Production and Sales Value Montana
1960 -1988

Sales Value
Thousands of
Dollars
(FOB the Plant)

Number of
Producers

House Logs in
Thousands of
Lineal Feet

Current
Year

Constant
1988
Dollars

I960

3-6

500-1,000

$ 600

$ 3,000

1969

5

500-1,000

$ 1,150

$ 3,000

1972

5

500-1,000

$ 1,500

$ 3,000

1976

19

3,000

$ 6,950

$13,400

1981

27

4,000

$10,400

$13,500

1988

35

5,500

$30,000

$30,000

Table 2
Sales Destination of Montana Log Homes
Perce>nt o f 1"otal
Montana

1976 1981 1988
23
16
13

Other Rocky Mountain States*

37

24

19

Far West*’

20

21

15

Other US Destinations

20

38

46

0

1

7

Export

•Other Rocky Mountain states includes Arizona, Colorado,
Idaho, Nevada, New Mexico, Utah, and Wyoming.
kFar west states include California, Oregon, and Washington.

4

T

hree types o f house logs are produced in
Montana:
• Hand hewn;
• Machine planed or machine lathed; and
• Sawn.
The hand hewn, also referred to as authentic style,
are generally peeled by hand with a draw knife and
may be notched and grooved with an axe, chisel,
and/or a chainsaw. Machined logs are either planed or
turned on a lathe to a standard diameter and then
notched and grooved by machine. Sawn house logs are
squared on two or three sides with a saw and left
round on the remaining surface(s).
In 1988, approximately 48 percent of the volume of
logs produced were hand hewn, 48 percent were
machine processed, and 4 percent were sawn (Bureau of
Business and Economic Research, 1989B).

Markets

M

arkets for M ontana’
s log homes have changed
substantially since 1976, expanding from a few
states to all over the United States and in other
countries.
In 1976, 23 percent of the $13.4 million sales of Mon
tana’
s log home industry were to Montana customers,
with 37 percent of the sales to other Rocky Mountain
states including Arizona, Colorado, Idaho, Nevada, New
Mexico, Utah, and Wyoming (table 2) (Bureau of
Business and Economic Research, 1989B). Another 20
percent of the sales were in the far western states in
cluding California, Oregon, and Washington. The re
maining 20 percent o f the sales were to other parts of
the United States, primarily the Midwest and the
South. In 1976, no Montana mills reported log home
sales to consumers in other countries.
By 1981, M ontana’
s log home industry had clearly
become one dealing in markets throughout the United
States. During 1981, only 16 percent of the industry’
s
$13.5 million in sales were to Montana consumers: 24
percent were to other Rocky Mountain states, and 21
percent to far western states (Bureau o f Business and
Economic Research, 1989B).
Sales to other U.S. destinations increased from 20 per
cent in 1976 to 38 percent in 1981. Shipments to pur
chasers in other countries accounted for 1 percent of
sales in 1981.
The major change from 1981 to 1988 has been the
continuing development of markets outside Montana,
with a dramatic increase in log home sales to other
countries. O f the total sales in 1988, only 13 percent
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Table 3
Volume of Timber Used by Species Montana House Log Producers
Thousand Board Feet, Scribner
Lodgepole Douglas
Pine
Eil

Ponderosa
Pine

Western
White
Pine

Western
Larch

Subalpine
Eir

Engelmann
Spruce

-

10

230

1,210

240

480

315

380

1,200

Year

Total

1976

10,665

10,100

125

-

135

65

1981

13,595

8,435

1,305

1,155

455

1988

20,135

12,965

2,650

175

275

were to Montana customers. Montana producers’sales
to customers outside the United States increased from 1
percent of total sales in 1981 to 7 percent in 1988.
Montana producers’proportion o f sales in the other
Rocky Mountain states has continued to decline during
the 1980s, from 24 percent in 1981 to 19 percent in 1988
(Bureau of Business and Economic Research, 1989B).
One factor contributing to the declining sales propor
tion in that region may be the Rocky Mountain area’
s
poor economic performance during the 1980s.

Raw Materials

I

n 1988, M ontana’
s log home industry processed ap
proximately 20 million board feet Scribner of timber,
a relatively small amount in comparison to the sawmills
and plywood plants, which processed about 1.2 billion
board feet that year (Bureau of Business and Economic
Research, 1989B). However, the high price paid for
suitable timber makes the industry more worthy of note
than the modest volumes processed might indicate.
The log home industry requires a relatively specialized
timber product for a house log. Timber normally pro
cessed at sawmills and plywood plants may not be
suitable for house log processors who have less stringent
requirements for checks but generally more stringent
restrictions on the amount of crook—abrupt bends in
the logs—or sweep—curves in the logs (Moore, 1988).
The high price paid for timber by the log home in
dustry indicates that suitable timber for house logs is in
short supply. To illustrate, the mainstay o f M ontana’
s
house log industry has been dead lodgepole pine. The
industry provides a premium market for “the right kind”

M on ta n a Business Quarterly / A u t u m n 1990

Western
Redcedar

-

2,490

o f dead lodgepole pine. In June 1989, the spot market
price for green lodgepole pine sawlogs delivered to M on
tana sawmills was about $180 per thousand board feet
Scribner. In contrast, dead lodgepole pine timber
suitable for house logs was over $250 per thousand
board feet Scribner (Bureau o f Business and Economic
Research, 1989A).
C h an ges in S p e cies U se: Lodgepole pine has been
the most commonly used and preferred species because
the bole is straight with little sweep or taper. Lodgepole
is generally found in sizes from 9-to-14 inches diameter
at breast height—a good size for constructing log homes.
Further, standing dead lodgepole pine dries with little
rot and defect in the cool, dry climate o f the northern
Rocky Mountain region.
Industry expansion and diversification, the production
of homes using larger logs, and apparent limited
availability of the right kind o f lodgepole pine has led
to increased use of species other than lodgepole, as il
lustrated in table 3 (Bureau o f Business and Economic
Research, 1989B). The house log plants operating in the
state before 1970 processed primarily lodgepole pine
and, in 1976, standing dead lodgepole accounted for
more than 94 percent o f the timber used by the in
dustry.
In 1981 and 1988, lodgepole pine accounted for 62
percent and 64 percent respectively o f the timber used
by M ontana’
s log home industry. As indicated in table
3, Douglas-fir, western larch, western redcedar, and
Engelmann spruce, combined with lodgepole pine, ac
counted for more than 97 percent of the timber
processed into house logs in Montana in 1988.
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Table 4
Estimated Part- and Full-Time Employment
in Montana's Log Home Industry
Mill
Employment

Year

Woods
Associated
Employment

Total

1962

80-160

30

110-190

1969

80-160

30

110-190

1972

80-160

30

110-190

1976

170-250

50

220-300

1981

230-300

70

300-370

1988

450-600

120

570-720

NOTE: Information on mill employment was obtained directly from the mills. It was
assumed that there were an additional live workers per MMBF o f timber processed in
logging, hauling, and associated w oods work. Logging employment in Montana
currently appears to be approximately 3.5 workers per million hoard feet harvested
(Keegan et al, 1990). The authors believe the average logging and hauling employment
per million board feet o f house logs is greater than 35 because bouse logs often are
hauled greater distances, may require a special sort and additional handling on the
logging site, and are probably more frequently selectively logged than are other
components o f the harvest. The five workers per million board feet was an estimate
made by the authors after discussion with people in the log home industry.

Table 5
Full-Time Equivalent Production Employment
in Montana's Log Home Industry
Production
Employment
per MMBF

Year

Production
Employment

1976

103

9.6

1981

201

14.8

1988

404

20.1

NOTE: In many cases especially when dealing with the smaller log home facilities it
was not possible to distinguish precisely between production workers and other mill
workers such as administrative and sales personnel.
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Processing and Employment

I

n addition to premium prices paid for delivered logs,
two related factors make M ontana’
s log home in
dustry more important than processed volumes might
indicate. These are the degree o f processing that takes
place in the state and the high degree o f employment
associated with a given volume o f timber processed.
Most o f M ontana’
s wood products industry processes
timber directly into primary products, such as lumber,
which are then shipped out o f the state for construction
or further use by manufacturers. For example, more
than 85 percent o f the lumber and plywood produced
in the state is shipped elsewhere for further processing
or use (Bureau of Business and Economic Research,
1989B).
In contrast, virtually all house logs manufactured in
Montana in 1988 were further processed within the state
into predesigned home shells or complete homes. The
shells or complete log homes were then shipped to their
destination for construction. There are very few mills
which only manufacture timber into individual house
logs and virtually all o f these sell the manufactured logs
to log home plants in the state.
This additional manufacturing o f the primary wood
product, coupled with the fact that a number o f the
mills produce handcrafted homes, makes the log home
industry very labor intensive in comparison with
sawmills and plywood plants.
Hand-crafted manufacturers in Montana, for example,
employ more than twenty production workers annually
per million board feet Scribner o f timber processed,
with an additional five to fifteen workers in design, ad
ministration, and sales—totaling thirty full-time
equivalent workers per million board feet Scribner of
timber processed, according to various plant managers
and the industry census done by the Bureau o f Business
and Economic Research. The machined log producers
generally employ ten to twenty production workers an
nually per million board feet Scribner of logs processed,
with an additional five to fifteen workers in design, ad
ministration, and sales—about fifteen to twenty-five
workers annually per million board feet Scribner. The
sawmill and plywood industry in the region, on the
other hand, employs only three to five workers annually
per million board feet Scribner o f timber processed
(Keegan et al., 1990). The average annual wages o f full
time workers in the log home industry are 20 to 40 per
cent lower than the sawmill and plywood industry.
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“ J-Jog
T homes

are not a
p a ssin g fad. . . . som e o f
the country’
s largest and
most reputable producers
are in the state.”

Real Log Homes

Total Employment and
Employment Trends

T

he log home industry, unlike a number o f other
sectors o f M ontana’
s forest products industry
during the 1980s, has seen a substantial increase in
number of workers and the number o f workers per
million board feet o f timber processed.
In 1988, there were 570 to 720 full- and part-time
workers associated with M ontana’
s log home industry,
with 450 to 600 workers at the production facilities and
an estimated 120 workers in logging, hauling, and
associated woods work (table 4). This is up from the 300
to 370 full- and part-time workers in the log home in
dustry in 1981 and the estimated 220 to 300 full- and
part-time workers associated with the log home industry
in 1976. For 1960, 1969, and 1972, it is estimated that
there were 110 to 190 full- and part-time workers in the
log home industry. A major reason for the increase in
employment in the log home industry is the increase in
the volume o f timber processed over the last two
decades, increasing five-fold since the 1960s and nearly
doubling since 1976.
The log home industry in Montana has also become
substantially more labor intensive (employed more peo
ple per million board feet of timber harvested) since the
1970s. Table 5 illustrates trends in production employ
ment at M ontana’
s log home plants since 1976. In 1976,

M on ta n a Business Quarterly / A u t u m n 1990

there were about 103 full-time equivalent production
workers processing 10.7 MMBF Scribner o f timber or
9.6 workers per million board feet o f timber processed.
In 1981, there were about 201 full-time equivalent pro
duction workers processing 13.6 MMBF Scribner of
thetimber or 14.8 workers per million board feet o f timber
processed, and in 1988 there were 404 full-time
equivalent production workers processing 20.1 MMBF
Scribner o f timber or 20.1 workers per million board
feet of timber processed.
Discussions with people in the industry indicate an
increase in the amount o f processing and customizing
that is being done by the log home manufacturers.
More firms now produce complete finished homes and a
number of others offer specialized services such as
employing architects to custom design homes. This in
creased processing appears to be the major reason for
the increased employment per million board feet
Scribner o f timber processed.
During the 1980s, there has also been an increase in
the proportion o f timber processed by authentic or
hand-crafted house log producers from 25 percent in
1981 to 48 percent in 1988. In 1976, approximately half
the timber processed by the log home industry in M on
tana was processed by authentic or hand-crafted pro
ducers. As mentioned earlier, producing hand-crafted
logs is much more labor intensive than producing
machined house logs.
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Outlook

D

uring the 1970s, there was explosive growth in
the number o f log homes constructed in the
United States, and correspondingly, in the number
log home companies. The increases in log home com 
panies and the number of units they produced slowed
somewhat in the 1980s, and the industry now appears
at a stage where it is beginning to mature. At early
maturity of an industry, growth declines, fewer new
companies enter the industry, and established com 
petitors begin to dominate the market. All o f these ap
pear to be occurring in M ontana’
s log home industry.
However, there still should be substantial potential for
growth left in the industry. Overall sales in the last few
years have steadily increased, although not at the rate
previously experienced. The industry should enjoy con
tinued growth because it no longer faces the obstacles it
did in the past years—lack o f financing, lack o f building
codes, few architects who understand log construction,
etc. Log homes are not a passing fad. Their underlying
quality has been proven. Therefore, based on the in
dustry’
s apparent stage o f evolution, one can expect to
see consistent growth somewhat higher than the overall
national homebuilding rate in the next decade.
From a market standpoint, M ontana’
s log home in
dustry looks healthy. Not only does the national market
look good, but some o f the country’
s largest and most
reputable producers are in the state.
The biggest problem producers face is the current
shortage o f timber. It is not clear if this will be a long
term or temporary complication, but a sharp decline in
the national forest timber sale program over the last
three years and plans by one o f the state’
s largest log
home facilities to build a manufacturing plant in British
Columbia, closer to its major raw material source, are
signs worthy o f concern.
□
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Serving the Montana Business
Community via Television
UM’
S Innovative Billings MBA Program
By Teresa Beed
Lee Tangedahl
G erald Evans

I

Regents asked UM to of
n general, times
fer the MBA program in
are tough for
Billings.
higher education
in Montana. The
The UM business
economy is not booming
school is accredited at
and financial resources
the graduate and
are scarce, including
undergraduate level by
those allocated to higher
the American Assembly
education. This article
o f Collegiate Schools of
discusses live television
Business (AACSB). Most,
teaching as a partial solu
if not all, of the MBA
tion for alleviating Mon
courses taught by UM
tana’
s resource problems
must be taught by
in higher education.
doctorally-qualified
business faculty in order
for the university’
s MBA
program to maintain its
illings, M ontana’
s
accredited status. Billings
largest city, is the
is 350 miles from
location o f Eastern M on
Missoula and it was ap
tana College (EMC).
parent that it would not
Eastern has had an
be easy for UM faculty
undergraduate business
to begin teaching in
program for some time,
Billings.
but the community ex
First, resources were
pressed a desire and need
not available to hire ad
for a Masters in Business
ditional faculty to teach
Administration (MBA)
the MBA courses in Bill
program. The University
ings. Second, due to the
o f Montana (UM) is the
distance and winter
only university unit in
weather conditions, travel
the state offering an
between the two loca
MBA program.
tions can also be a prob
To avoid costly duplica
lem.
tion o f programs, the
Montana Board of
Regents had previously
mandated that all
graduate level business
courses would be offered
by UM. To follow this
mandate, the Board of

The Situation

B
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ccrp
J he

idea o f
TV teaching has
logical appeal due
to Montana’
s
sm all population
and vast
geographical
space”

10

A Potential
Solution

Teaching on
Television

A

y far, the most
uncertain aspect' of
initiating the MBA pro
gram in Billings was of
fering classes via live
television. Everyone in
volved in the process was
curious and a bit ap
prehensive about offering
classes through the
medium o f live TV. This
was the first such under
taking in Montana.
The idea o f TV
teaching has logical ap
peal due to M ontana’
s
small population and vast
geographical space.
Students, teachers, and
administrators alike were
just a bit nervous,
however, about the suc
cess o f such an undertak
ing. All wanted the
courses offered via TV to
be high-quality courses.
They were concerned
that a good course of
fered in person wouldn’
t
necessarily adapt to a dif
ferent medium.
To ensure quality, the
UM business school
faculty involved worked
closely with students,
UM and EM C ad
ministrators, and the UM
Radio-TV department.
From the beginning, the
entire process was a
cooperative, joint effort
between these diverse
groups.
Because student par
ticipation is important,
T V classes have been
conducted via live interac
tive television. This

t the time, then
UM President
James Koch suggested
that one way to resolve
the problem was for UM
to offer several MBA
courses via television.
Koch had come to M on
s Ball
tana from Indiana’
State University, where
I
television teaching was
used quite successfully. In
addition, UM has a
Radio-Television depart
ment housing a television
studio and the faculty
members were en
thusiastic about using
their expertise to televise
MBA classes in Billings.
The Montana
Legislature provided the
initial funding, allowing
UM business faculty to
begin teaching some
MBA courses via televi
sion for Billings students
on a trial basis. The goal
was not just to offer the
classes, but also to ascer
tain the viability o f this
form o f teaching in M on
tana.
The overall plan was
that some o f the classes
would be offered via live
interactive television, and
other classes would be
taught by UM faculty
who would travel to Bill
ings to teach the classes
in person. Doctorallyqualified EM C faculty
would also teach some of
the classes.

B

means that the students
in Billings watch the
teacher live on two
27-inch T V screens in
their classroom. They can
hear and see the teacher
in Missoula. An interac
tive audio system was in
stalled in the Billings
classroom so that
students can sit in their
seats and ask questions
of the teacher without
using a telephone.
To date, several very
different MBA courses
have been taught via live
TV. The first three were
administrative accounting
controls, computer ap
plications in business,
and research methods.
All have been labelled by
all concerned as being
successful. Actual
research and anecdotal
evidence at UM and
from other states indicate
that TV courses can be
educationally effective if
they are done well.
The results have been
very good. Follow-up
surveys at the completion
o f each course indicate
that even students who
were skeptical about tak
ing a class via TV were
pleasantly surprised at
how good the TV
courses were. Most of
them commented that
they forgot after the first
five minutes that they
were receiving the course
via TV. Some even went
so far as to say that they
thought the T V courses
were better than courses
where the teacher was
with them in the
classroom because their
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MBA PROGRAM
attention was directed to
the TV screen at all
times, with less chance
for distractions.

Fine Tuning
the Process

E

nrollment in the
televised courses has
been so high that the
UM studio is not large
enough to hold all the
Missoula MBA students
taking the TV courses.
As a result, an interactive
remote classroom similar
to the one in Billings
had to be installed on
the Missoula campus.
This means that the
teacher has three classes
of students: one group of
students in the studio
live with the teacher; one
group in Missoula via
TV; and one in Billings
taking the class via TV.
This additional permutation has not seemed to
affect the quality o f the
classes. It does indicate
how unforseen situations
arise that require con
tinuous adjustment and
changes to ensure quality
in the TV classes.
The biggest drawback
of TV teaching is that
the teacher in Missoula
can hear but cannot see
the Billings students.
Many teachers feel eye
contact with students is
necessary for successful
teaching. However, since
Missoula students are in
the TV studio, the
teacher has a live
audience for eye contact.
The TV teachers have

Billings Students
Rate TV Courses
By Bill Hunt

Bill Hunt is the bureau’
s
editorial assistant.

Even though the teacher is about 350 miles away
and only four inches tall, Billings MBA students
thought her presentation was just like one in any nor
mal graduate-level course.
Several students interviewed all say that frequent
travel to Missoula is impossible for them and televised
courses are an effective alternative to live instruction.
“ It’s the future for education in Montana,’’ says
Ray Sheldon, a Billings marketing analyst. “ Television
instruction is better than a live teacher.”
Since he is near sighted, he says the television’s
graphics are better than handwritten overheads or
chalkboards. “ There is tremendous potential for com
puter and animated graphics.” Another advantage,
Sheldon adds, is the student’s ease to make up miss
ed classes. “ Just watch the video cassette when you
have time.”
Another student, Robert Fannon, believes that video
and live instruction are similar. “ The professors make
the difference,” he says. “ A boring professor would
be boring live or on television. It was easy to pay at
tention.”
During one class, he says, the television crew in
Missoula used the graphics computer to broadcast a
championship basketball game’s score. “ The pro
fessors hammed it up for the cameras. It was light
and fun.”
Kerri Tallerico also likes televised courses. She says
that while she asks questions in class, she also wants
occasional one-on-one office meetings with her pro
fessors. To replace office meetings, she calls the pro
fessor. She says she is pleased with how accessible
professors are to television students.
Ray Sheldon’s only problem with televised courses
is the audio feedback. He says that when he tries to
ask questions, the professor cannot make “ real life”
eye contact. He also feels that televised courses will
only work well for lectures.
“ They won’t work where a lot of interaction is re
quired like discussion groups,” he says. “ But for lec
tures, the advantages outweigh the disadvantages.”
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“
My ambition

is nothing less
than for everybody
in the State o f
Montana to turn
on their television
sets and pick up
the University o f
M ontana”
—James Koch
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MBA PROGRAM
found that it is not
crucial to have direct eye
contact with the Billings
students when they have
actual students in the
studio. If students in the
studio clearly understand
the material being taught,
the unseen students pro
bably are learning effec
tively as well. Also, the
remote group can easily
ask questions at any
time. Some o f the
students are understand
ably hesitant to ask ques
tions with this system.
Others do not mind at
all and actually seat
themselves directly in
front o f the T V when
they ask questions
because it appears that
the teacher is looking
right at them.

strip make the weekly or
bi-weekly trips to Billings.
It takes about two- andone-half to three years
for a student to finish
the MBA.
UM has a full-time
resident administrator in
Billings who teaches
some o f the classes and
oversees the MBA pro
gram. Enrollment has
grown from about eight
een to over forty
students. All of these
students do not take
classes every quarter.
They take classes as they
can fit them into their
busy schedules. Graduate
courses take a great
amount o f time, and it is
not always easy for peo
ple to add an MBA pro
gram to their lives.

Program
Results So
Far

Advantages

S

everal University of
Montana MBA
courses have now been
offered in Billings. The
university recognizes that
most o f the Billings
MBA students work full
time and, therefore,
almost all of the courses
are offered in the even
ings and meet once or
twice a week. Two
courses are normally of
fered each quarter. One
of the courses may be
televised and the other is
taught by EMC faculty
or by UM faculty who
travel from Missoula.
Students from as far
away as Poplar and Col-
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I

f it is a goal of the
Montana University
System to eliminate pro
gram duplication, live
T V teaching may, in
deed, be one possible
solution. There appear to
be several advantages:
• Accreditation standards
are being met;
• Only one unit in the
university system is of
fering graduate business
classes;
•The Billings students
are pleased with the
program and enroll
ment in the program
has grown substantially
in the two years since
its inception; thus, the
television format does
not seem to be a deter
rent.

Additional side benefits
also exist:
• Radio and TV
students run the
cameras and produc
tion room during the
“
live”T V classes. They
are getting invaluable
experience in their pro
gram area;
•Television has also
been used to transmit
continuing education
courses in Pharmacy to
pharmacists in the Bill
ings area via use o f the
MBA television system
connections;
•Television teaching
allows an excellent in
structional develop
ment opportunity for
School o f Business
faculty. For example,
the TV classes are
video-taped and the
faculty member can
critique these tapes to
enhance teaching
quality.

Disadvantages

A

s always, there are
some disadvan
tages:
•The start-up costs for
any new endeavor such
as this in any state are
high. In the long run,
T V teaching in M on
tana may become cost
effective, and if TV
teaching is to continue,
it must be evaluated by
its long-run potential.
If T V teaching can
eliminate or reduce
program duplication in
the university system
over time, and if it
allows Montana

citizens to have access
to university classes in
their own com
munities, then it may
pay for itself in the
long run.

The Future?
I ames Koch, who just
I ended his term as
UM president, stated,
“
My ambition is nothing
less than for everybody
in the State o f Montana
to turn on their televi
sion sets and pick up the
University o f Montana.”
Only time will tell
whether this ambitious
goal is to become a reali
ty. The UM Billings
MBA program is a start.

□

Teresa Beed, professor of
accounting; Lee Tangedahl,
professor of management;
Gerald Evans, assistant
professor of management;
are all University of
Montana School of
Business Administration
faculty. They have all
taught the televised courses
for the Billings MBA
program.
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Big N ew s for Small Com panies
Corporation Advantages for Small Companies
Without Big Corporation Red Tape
By Paul Larson

Paul Larson is
associate professor of
management, School
of Business
Administration,
University of
Montana, Missoula.

M

any small business
owners wish to incorporate and/or sell
stock in their companies, but the
expense and time required to com'
ply with standard regulations deter
them. Montana legislation includes
a program that facilitates incorporation and another that allows
for stock issues with far fewer legal
restrictions. T o be eligible for
either program, certain qualifications must be met. The programs
and the qualifications are described below.

Incorporating a
Business

T

he advantages of incorporating a
business are well known. A business
shareholder is not liable for more than his
or her investment in a corporation.
Creditors cannot seek individuals’assets for
repayment o f corporate liabilities (although
financial institutions may require personal
guarantees behind a corporate loan.) Incorporation usually opens channels for raising
larger amounts o f money than is possible
with a partnership.
One traditional disadvantage o f incorpora'
tion for a small business is the amount of
government regulation imposed on a cor
poration. Even privately held corporations
are required to have a board o f directors,
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conduct annual meetings, and keep minutes
o f those meetings.
A modestly-sized company in Montana
should have a board o f directors, and an an
nual meeting is a good idea. For small M on
tana companies, however, they are stumbling
blocks to incorporation. The Montana
Legislature passed the “Montana Close C or
poration Act”in 1987 to allow small com
panies to easily incorporate. Companies that
incorporate under this act are considered
“
closely held.”
A closely held corporation must consist of
twenty-five or fewer shareholders. There
need not be a board o f directors, nor does
an annual meeting need to take place. An
individual may hold several or all o f the of
fices o f the corporation. The filing fee is the
same for a “
regular”corporation—$70.
The advantage o f establishing a closely
held company is this: For the small M on
tana company, doing so eliminates most of
the red tape o f boards o f directors, annual
meetings, etc., but still provides the liability
protection that a “
regular”corporation af
fords. For those other than the smallest
Montana companies, these matters are not
just “red tape,”however, and such firms
should operate in a more formal manner.
The closely held status is o f little advantage
for more professionally managed firms.
Forms for incorporation are available from:
Montana Secretary o f State
State Capitol
Helena, M T 59620
(406) 444-3665
Upon request, this office can send copies
o f Montana C ode Annotated, Title 35Corporations, Partnerships, and Associations.
The booklet discusses many other legal
issues o f a closely held corporation.

13

C O R P O R A T IO N ADVANTAGES
. . allows
sm all
Montana
companies to
incorporate
without
having to
form a board
o f directors
or conduct
annual
m eetings”
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Raising Money Through
Stock Issue
ne advantage o f doing business as a
corporation is the ability to raise
capital. Public stock offerings are rare in
Montana. Fewer than ten Montana com
panies have completed successful initial
public offerings (IPOs), including Big Sky
Airlines, Ribi Immunochem in Hamilton,
United Tote in Shepherd, and Montana
Naturals in Arlee. Public stock offerings are
expensive and leave a company with considerable government reporting requirements.
Few companies can interest a stock under
writer in taking their firms “
public.”
An alternative to an IPO is a private placement. If you conform to the Securities and
Exchange Com m ission’
s (SEC) Regulation D,
you are freed from its enormous reporting
requirements. What you are not freed from
in a private placement is legal expenses. An
attorney plays a critical role in putting
together a private placement; therefore, the
fees can be considerable.
There is another alternative. The Mon
tana Investment Capital Exemption (MICE)
allows companies seeking $500,000 or less
from fewer than forty people to issue stock
without needing to conform to all of the re
quirements of the Uniform Securities Act.
Securities officers in the Montana Securities
Department state that the stock issue can
usually be handled without, or with
minimum involvement of, an attorney.
Some of the details of the MICE program
are worth noting here. First, the issuing
company sets a maximum amount of money
to be raised ($500,000 or less). If less than 75
percent o f that is raised during a six-month
period, all funds must be returned to in
vestors. Investors are limited to a maximum
investment based on their personal financial
situation. Under the program, persons may
not invest more than the greater of:
•$15,000
•25 percent of their annual income
•25 percent of their net worth
There are other restrictions and guidelines,
which can be obtained by contacting:

O

Montana Securities Department
P.O. Box 4009
Helena, M T 59604
1-800-332-6148
To issue stock under the MICE program,
you need to complete a twenty-five page
disclosure form and file it, along with a
$200 filing fee, with the Montana Securities
Department. You must describe the an
ticipated use o f funds, past company finan
cial records, assets o f the company, the
management team and other key personnel,
current shareholders in the corporation and
their percentage ownership, and other infor
mation. Part o f what you are asked to supp
ly is much of the information included in a
typical business plan— nature o f the in
dustry, company products, marketing plans,
financial projections, etc.
Although the purpose o f this program is
to reduce your reliance on an attorney and
the high fees associated with a private place
ment, you would be wise to consult profes
sionals in filling out the forms, including an
accountant, attorney, and/or consultant
skilled in such matters.
Since program inception, between twenty
and thirty companies have successfully filed
applications under the MICE program. Ap
proximately five have been successful in rais
ing the required 75 percent o f total funds
sought that allows them to use the money
raised. Businesses have found it difficult to
sell the stock that has been authorized.

Summary

T

he Montana Close Corporation Act
allows small Montana companies to
incorporate without having to form a board
of directors or conduct annual meetings.
One person can fill several or all offices of
the corporation. This affords them the ad
vantages o f incorporation without the ac
companying red tape.
The Montana Investment Capital Exemp
tion program allows a company to conduct
a private placement without having to pay
large attorney fees. This allows it to seek
money in arenas from which it was previous
ly deterred.
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The University System
Assisting the State’
s
Business Community

H ig h e r e d u c a t i o n can

By Kay Lutz-Ritzheimer

p l a y a sign ifican t r o le
in e c o n o m i c d e v e l o p m e n t
as dem onstrated b y
o th e r sta tes a c r o s s the

Kay Lutz-Ritzheimer

nation. The n e w ly - e s ta b lis h e d M o n t a n a
E n trepren eu rship C e n te r will u se the strengths o f
M o n ta n a 's university sy s te m t o a d d r e s s b u sin ess
d e v e l o p m e n t a n d e c o n o m i c diversification , c re a t in g
the infrastructure n e c e s s a r y t o e n c o u r a g e a n d
s u p p o r t e n tr e p re n e u rs h ip a n d sm all-bu sin ess
d e v e lo p m e n t.
The cen te r is the c o o p e r a t i v e e ffo rt o f the
University o f M o n ta n a , M o n t a n a S ta te University,
a n d Eastern M o n t a n a C o l l e g e a n d is f u n d e d b y the
M o n ta n a S c i e n c e a n d T e c h n o l o g y A lliance. All six
units o f the M o n t a n a University S y s t e m a r e
r e p r e s e n t e d in the cen te r with o f f i c e s at th ree
c a m p u s e s : the University o f M o n ta n a , M o n ta n a
S ta te University a n d Eastern M o n t a n a C o l l e g e . All
o ffices will o p e n t o the p u b lic this month.
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Montana Needs
Development

N

ever has the need for
econom ic development in
Montana been more acute than at
the current time. Historically, the
state has been heavily dependent
on its basic industries: mining, oil
and gas extraction, agriculture,
forest products, and tourism.
Downturns in several o f these
industries contributed to the
recession in the early 1980s, while
mechanization meant the loss of
quality jobs. Even though the
state’
s economy has stabilized and
forecasts call for slow growth,
Montana is expected to lag behind
the nation in recovery.
Low per-capita incomes, generally
low levels o f business and economic
activity, and net out-migration
experienced in the 1980s all
underscore the need for increased
business development in the 1990s.
To date, M ontana’
s state
government has not entered the
competitive arena of tax incentives,
below-market business loans, or
other relocation incentives to lure
businesses to Montana. It is critical,
therefore, that Montana support
existing and emerging small
businesses within the state to close
the gap between M ontana’
s growth
rate and that o f the nation.
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Small-Business:
The Keys to the
Future

Montana, Montana State
University, and Eastern Montana
College a planning grant in 1988 to
research the need for a business
assistance and entrepreneurial
center.
In 1989, the Alliance
avid Birch, one o f the
provided
additional funding to
nation’
s leading researchers
establish the Montana
in the area o f small-business issues,
Entrepreneurship Center.
emphasizes the critical importance
The alliance recognized that
o f entrepreneurship in revitalizing
M ontana’
s universities have
the economy of the western states.
resources and expertise unmatched
According to Birch, states like
by the private sector. Faculty
Montana are economically weak
expertise ranges from management,
and vulnerable, but have the
finance, accounting, marketing, and
potential for long-term rejuvenation
economics to mechanical, electrical,
and growth if the state can im
chemical, civil and industrial
prove the entrepreneurial and
engineering. Faculty can offer
small-business climate.
consulting expertise in international
Montana provides the ideal
business and law, computer
setting for small-business
technology and systems design,
development. The state has the
microbiology and biotechnology,
nation’
s highest concentration of
agriculture and range management,
small-business establishments (95.8
water and resource management,
percent) and the nation’
s highest
environmental and toxic-waste
percentage o f small-business
management, petroleum and
employment (68.4 percent). In
geological exploration, metallurgy
addition, Montana is blessed with a
and mineral processing, architecture
highly qualified work force and a
and construction technology.
quality of life that attracts talented
M ontana’
s universities offer
people to the state. Montana can
distinctive programs and centers
use this propensity toward smallthat can support business
business to facilitate the economic
development. A sampling of these
growth and industry diversification
include:
critical to the future. The challenge
• University Technology
lies in creating the nurturing
Assistance Program;
environment and infrastructure
• Bureau o f Business and
necessary to encourage and support
Economic Research;
entrepreneurship and small-business
•
Mansfield Center for Pacific
development.
Rim Affairs;
• Institute for Tourism and
Recreation Research;
• Montana Center for Excellence
in Biotechnology;
ecognizing the dynamic and
• Engineering Research Center;
powerful role that M ontana’
s
• Advanced Technology Park;
universities can play in the state’
s • Big Sky Telegraph Network;
economic development, the
and
Montana Science and Technology
• Montana Bureau o f Mines and
Alliance awarded the University of
Geology.

D

How Universities
Can Help

R
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Access to specialized equipment
and laboratories can make the
critical difference for businesses
developing new products and
technologies. M ontana’
s universities
house facilities that can be used by
the business community on a forfee basis. Special research facilities
include laboratories dedicated to
research in biotechnology, forestry,
engineering, laser technology,
industrial technology, agriculture,
wildlife, and mining.
M ontana’
s universities offer
student programs such as internship
programs, Small Business Institute
case studies and student research
programs that can provide
assistance and technical services to
the business community. These out
reach programs are supervised by
faculty members and are available
free or for a minimal charge.

Carrying Out the
Center's Mission

T

he center’
s mission is to use
the strengths o f the Montana
University System to address
business development and
economic diversification by creating
the infrastructure necessary to
encourage and support
entrepreneurship and small-business
development. To carry out this
mission, the center will:

1

- Provide business owners and
entrepreneurs with an
integrated system of resources
to include management and
technical assistance vital to
start-up, development, and
growth.
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2

Provide information through
a comprehensive database of
public, private, and
university resources to
include programs, services,
facilities, equipment, and
expertise.

3

Provide electronic bulletin
boards and computer
conferencing systems to
network business owners
and entrepreneurs statewide
and to bring expertise to the
state when experience is
lacking.

4

Build a venture capital
network to link
entrepreneurs with the
financial resources they need
to make ventures
operational.

5

Encourage research activity
both in the academic and
business communities to
develop new products,
concepts and technologies.

6

Facilitate technology transfer
of research products to the
private sector by matching
new products and
technologies with
entrepreneurial skills and
venture capital.

7

Identify business and
entrepreneurial opportunities
and disseminate that
information to the business
community.

8

Identify ventures with the
potential to impact the
economy and work closely
with these ventures to
ensure their success.
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M ontana provides the ideal setting for
small-business development in the 1990s”

The center’
s board o f governors
is composed o f the deans o f the
three business schools, the director
o f the Montana Science and
urrent demand for business
Technology Alliance, and four
and technical assistance, plus
members from the business com
geographic dispersion o f businesses
munity.
throughout the state, create the
Dr. Larry Gianchetta, Dean
need for three offices strategically
School o f Business Administration
located at the University of
University o f Montana;
Montana, Missoula; Montana State
University, Bozeman; and, Eastern
Dr. James Brock, Dean
Montana College, Billings.
College o f Business
Central offices at the University
Montana State University;
o f Montana house the executive
director, a database manager/system
Dr. Andrea Corbeau, Dean
administrator, and administrative
School o f Business and Economics
support staff. Regional offices at
Eastern Montana College;
Montana State University and
Eastern Montana College house
Jon Marchi, Owner, Marchi
regional directors and their support
Angus Ranches and member of
staff.
the Montana Science and
Directors at each location meet
Technology board of directors;
with clients to assess and prioritize
client needs and then link them
Don Hanson, Manager
with the resources they need to
Economic Development
make their ventures operational.
US WEST Communications;
Recognizing that the three
campuses have unique facilities,
Ken Thuerback, C.E.O.
expertise, and programs, the
Alpine Log Homes, Inc.
directors at all three campuses work
together to create a uniquely
Larry Johnson, President and
cooperative and complementary
C.E.O., ILX Lightwave
package of services to address client
Corporation; and
needs.
Each office has established an ad
Wayne Schile, Publisher
visory board to provide advice and
Billings Gazette.
guidance to the directors at each
location. Advisory boards are com
posed o f local business leaders,
business owners, entrepreneurs,
public officials, and university ad
ministrators.

The Center's
Structure

C
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Conclusion

M

ontana provides the ideal
setting for small-business
development in the 1990s. The
Montana Entrepreneurship Center
represents a proactive yet costeffective approach to this
development, using M ontana’
s
universities to deliver business and
technical assistance to business
owners and entrepreneurs statewide.
Serving as the gateway to the
Montana University System and its
unique resources, the center will
make the critical difference for
many new and developing
businesses.
□
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For more information about any of
the center’
s services, call:
Central Office:
University o f Montana,
Missoula
(406) 243-4009
Regional Offices:
Montana State University,
Bozeman
(406) 994-2024
Eastern Montana College,
Billings
(406) 657-2813

Kay LutZ'Ritzheimer
is executive director
of the Montana
Entrepreneurship
Center and an
adjunct faculty
member to the
School of Business
Administration,
University of
Montana, Missoula.
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Bureau of Business and E conom ic Research
T h e Bureau o f Business and Econom ic Research is the research and
public service branch o f the University o f M ontana’
s School o f Business
Administration.
T h e Bureau is regularly involved in a wide variety o f activities, including
econom ic analysis and forecasting, forest products industry research, and
survey research.
T h e Bureau’
s Econom ics Montana forecasting system is an effort to
provide public and private decision makers with reliable forecasts and
analysis. It is m ade possible by a generous grant from U.S. West. These
state and local area forecasts are the focus o f the annual series o f
Econom ic O utlook Seminars, cosponsored by the respective Chambers o f
C om m erce in Missoula, Billings, Great Falls, and Helena.
T h e Bureau also has available county data packages for all Montana
counties. These packages provide up-to-date econ om ic and dem ographic
inform ation developed by the Bureau and not available elsewhere.
T h e Montana Poll, a quarterly public opinion poll, questions Montanans
about their views on a variety o f econom ic and social issues. It is
cosponsored by the Great Falls Tribune. In addition, the Bureau conducts
contract survey research and offers a random digit dialing program for
survey organizations in need o f random telephone samples.
T h e Forest Industries Data Collection System, a census o f forest industry
firms conducted approxim ately every five years, provides a large amount o f
information about raw materials sources and uses in Montana, Idaho, and
W yoming. It is funded by the U.S. Forest Service. T h e Montana Forest
Industries Inform ation System collects quarterly inform ation on the
employment and earnings o f production workers in the Montana industry.
It is cosponsored by the Montana W ood Products Association.
T h e Bureau’
s Natural Resource Industry Research Program enables the
Bureau to continuously m onitor Montana’
s natural resource industries and
im prove the public’
s knowledge o f them and their roles in the state and
local economies. This program provides easily accessible information about
all the natural resource industries. Sponsors are the Burlington Northern
Foundation, the Montana W ood Products Association, the Montana
Petroleum Association, and Chevron USA.

LARRY G IA N CH ETTA
Dean, School o f Business Administration
PAUL E. POLZIN
Director, Bureau o f Business
and Econom ic Research
LARRY D. SW ANSON
Director, Econom ic Analysis
CHARLES E. KEEGAN III
Director o f Forest Products Industry
Research/Research Associate Professor
SUSAN SELIG W A L LW O R K
Director o f Survey Research/
Research Associate
JAMES T. SYLVESTER
Economist
SHANNON H. JAHRIG
Publications Coordinator
Mc K i n l e y
Secretary

tam i

DARCY FIELD
Clerk-typist
Readers o f the Montana Business Quarter
ly are welcome to com m ent on the MBQ, re

quest econ om ic data or other Bureau
publications, or to inquire about the Bureau’
s
research capabilities.
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